Breaching the Limits of Owner Occupation? Supporting Low-income Buyers in the Inflated Irish Housing Market
In (Norris and Shiels, 2004) . Home ownership rates are obviously related to a range of economic, demographic and cultural factors, however in the Irish context they are also the result of longstanding government support for this tenure (O'Connell, 2005) . This support can be traced back to the Small Dwellings Acquisitions Act, 1899, which enabled local authorities to provide loans for home purchase. Following the foundation of the Irish State in 1922 a number of other supports for owner occupiers were introduced, including: grants for first time buyers (introduced in the 1920s), the tenant purchase scheme which enables social renting tenants of local authorities to buy their dwelling (made available in rural areas from the mid 1930s and extended to urban areas from the 1960s) and tax relief on mortgage interest (Norris and Winston, 2004) .
The last two decades have seen radical changes in both home ownership policy and in the socioeconomic context for policy making in this area. From the mid 1980s to the early 1990s, the scale of universal supports for home buyers was rolled back. Some of these measures, such as the first time buyer's grant, were abolished, while others were re-orientated towards supporting low-income buyers specifically, as for instance, access to local authority housing loans was limited to low-income households that had failed to gain finance from commercial lenders . In addition several new supports for low-income home buyers, such as the shared ownership and mortgage allowance schemes, were introduced at this time (Norris and Winston, 2004) . From the mid 1990s strong economic and population growth, coupled with falling average household size and interest rates, led to a marked increase in the demand for housing (Central Statistics Office, 2003 . As a result, the traditional pattern of low and steady residential property price inflation ceased. House price inflation increased from 7.7 per cent per annum between 1990 and 1993, to 22 per cent per annum between 1996 and 2002 and private rent inflation jumped from 3 per cent per annum between 1990 and 1996 to 14.6 per cent in 2000/2001. Ensuing concerns about the affordability of home purchase for low-income households inspired the introduction of further measures to enable this group to access the housing market, most notably the affordable housing scheme which was established in 1999 (Norris and Winston, 2004) .
This paper examines the effectiveness of the main low-income home buyer supports (hereafter:
LIHBS) in the light of these housing market developments. It draws on management data collated by five of the local authorities that administer these measures, which encompasses 14,961 households or 28.6 per cent all of the participants in these schemes between 1990 and 2003, together with in-depth interviews with policy makers and local authority managers working in this area. This analysis is presented in six sections. The next section describes the research methods employed to assemble these data and outlines the terms of the LIHBS examined here. This is followed by an analysis of:
the numbers of participants in these schemes; the characteristics of participant households; their incomes and the prices of their dwellings and the affordability of this method of accessing home ownership. The conclusions to the paper examine the housing policy issues arising from the preceding discussion.
Data and Focus
This paper examines the most significant supports for low-income home buyers in operation in
Ireland during the 1990s, namely: the tenant purchase, shared ownership, local authority housing loan, mortgage allowance and affordable housing schemes. Full details of the focus of these schemes and the main amendments made to their terms since 1990 are set out in Table 1 . Two further consequential LIHBS have been established in recent years -the provision of housing for sale at below market value via the planning system (legislated for in the Planning and Development Act, 2000) and on state owned lands (the Affordable Housing Initiative) (see : Norris, 2006 and Government of Ireland, 2003) . However because very few households had availed of these initiatives at the time of data collection, they were excluded from this analysis. The latter factor is particularly pertinent to use of the tenant purchase and to a lesser extent the mortgage allowance scheme. Although there are no income limits for access to either of these schemes, access is limited to local authority tenants and take up has been impeded by the residualisation of this tenure -in 2000 62.2 per cent of local authority tenants had incomes below 60
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per cent of median compared to 22.1 per cent of all households -which has decreased the affordability of home purchase and impeded access to mortgage credit . In addition, the potential for sales under this scheme has been curtailed by the exclusion of local authority flats and tenants of social housing provided by voluntary and co-operative housing associations (which provide approximately ten per cent of social housing in Ireland) from the right to buy. There is no doubt that strong house price inflation during the last decade which has risen much faster than average incomes has also impeded take up of all of the LIHBS under examination here.
However, the lack of income limits for access to the mortgage allowance and tenant purchase scheme indicates that this factor has been particularly influential in these cases. This conclusion was supported by the local authority officials interviewed for this study who argued that, despite the large discounts available to tenant purchasers, strong house price inflation associated with the gentrification of many local authority estates where sales to tenants have traditionally been high has impeded the remaining tenants' ability to avail of this option. Interviews with the local authority officials responsible for administering these supports also identified a number of additional aspects of their design which have reduced their popularity. In their view the terms of the shared ownership scheme are overly complex. In particular the arrangement whereby participants pay both a mortgage on their portion of the equity and rent on the local authority's share is difficult to understand. Conversely interviewees cited the relative simplicity of the affordable housing scheme as one of the factors that has inspired its steady growth in popularity since its establishment in 1999. Low take up of the mortgage allowance scheme was also linked to the relatively small level of the allowance in comparison to the discounts available to tenant purchasers. Although it is worth noting that this strategy was deliberate on the part of government which was anxious to avoid the 'large scale surrender of local authority houses' as took place between 1985 and 1987 when a more generous version of the mortgage allowance scheme was made available (Department of the Environment, 1991: p. 23). This exodus destabilised community structures in many local authority estates and because the tenants who took advantage of the grant generally had relatively high incomes also undermined the local economy (Threshold, 1987) . Declining use of local authority loans is related to the liberalisation and growth of the commercial mortgage sector in recent years which has eased access to this source of finance and to the removal of the stipulation that tenant purchasers must employ local authority loans in 1995. Finally, the local authority officials interviewed for this study unanimously attributed the sharp fall in tenant purchase transactions in the early 1990s to the impact of 'once off' additional discount made available on transactions made in 1988 and 1989 (O'Connell, 2005 . The volume of transactions in these years was so high that some applicants were not processed until the early 1990s and are included in the transactions for these years detailed in Figure 1 . Table 2 
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Incomes and Prices
Figure 3 compares trends in the weekly gross household incomes of LIHBS participants to all households in the state. As would be expected considering that these supports specifically target low income households it reveals that participant's incomes are significantly lower than the national average. The latter stood at €868.12 per week in 2002, whereas the equivalent figure for LIHBS participants was only €498.18. Among LIHBS participants, recipients of local authority loans enjoyed the highest household incomes (€556.25) whereas the incomes of participants in the mortgage allowance and tenant purchase schemes were lowest (€479.57 and €436.45 respectively).
This specific trend reflects the acute residualisation of the local authority rented tenure mentioned above . Whereas the relatively low incomes of participants in the means tested LIHBS (shared ownership, affordable housing and local authority loans) reflects the failure of the income limits for access to keep pace with rising average incomes. More broadly however the growing divergence between the incomes of LIHBS participants and the population at large reflects growing income inequality during Ireland's economic boom, as income growth was concentrated among households in the top 60 per cent of the income spectrum (Cantillon, 2005) . respectively. Not surprisingly therefore, Figure 4 indicates that the cost of dwellings purchased via these schemes was consistently lower than dwellings bought using the shared ownership, local authority loans and mortgage allowance schemes which were sold for their market value (although shared ownership scheme participants did not purchase the entire equity in the dwelling initially).
However the mean price of dwellings purchased using all of the five LIHBS under examination was significantly less than house prices in general. 
Affordability
In order to assess the implications of these trends in house prices and incomes for the affordability of home purchase by LIHBS participants, Figure 5 compares the average incomes of participant households to the prices of the dwellings they purchased. These data reveal that in the early 1990s, with the exception of the shared ownership scheme, the ratio of house prices to incomes was lower among LIHBS participants than among the population at large. In 1992, this ratio ranged from a low of 1.51 among tenant purchasers to a high of 2.29 among local authority loan recipients compared to 4.1 for all households in the State. As a result of strong house price inflation the house price to income ratio for the population at large rose to 5.42 by 2003. However the equivalent ratios for participants in the LIHBS rose even more. By 2003 most participants in the tenant purchase, mortgage allowance and local authority loan schemes bought properties which cost between four and five times their income. According to Figure 5 , the house price to income ratios for shared ownership participants was significantly higher than is the case for the other LIHBS. However, these data are somewhat misleading since shared owners only buy a portion of the equity initially (on average 52 per cent among households in the case study areas) and rent the remainder from the local authority. Figure 5 here.
In order to overcome this discrepancy Table 3 examines the proportion of LIHBS participants that devoted 35 per cent or more of their gross weekly income to mortgage and rent payments. This measure reflects the de facto official definition of housing unaffordability, proffered in the Planning and Development Act 2000, which is used by local authorities to assess the need for housing for sale at below market value (although this definition refers to net income, only gross income data were available for this analysis) (Norris, 2006) . These data reveal that on average one-third all LIHBS participants devoted more than 35 per cent of their gross incomes to housing costs, but this rises to 51.8 per cent among shared owners. Disaggregating the latter figure reveals that, on average, 21 per cent of gross income was used to service the loan on buyers' share of the equity in the dwelling and only 1.9 per cent of participants devoted in excess of 35 per cent of gross weekly income to mortgage payments alone. However when the rent levied on the local authority's share of the dwelling is included relative expenditure increases dramatically. Table 3 here.
Mortgage arrears are also an important indicator of housing unaffordability and the available data on the extent of this problem among LIHBS participants is also set out in 
Conclusions
Broadly targeted, generous and longstanding state subsidisation of home purchase has resulted in relatively high rates of home ownership rates in Ireland compared to the rest of Western Europe (O'Connell, 2005) . During the 1980s however, several of these generalist subsidies were abolished and the remainder reoriented towards enabling low income households to purchase a home, while the last ten years has seen unprecedented house price inflation. The evidence presented in this paper on the operation of these low income home buyer supports in five case study areas points to largely negative conclusions about their efficacy in the current housing market context at least. Static LIHBS transactions are linked to the complexity of these schemes and also to the failure of government to update the maximum incomes required for access to reflect rising average incomes and house prices and also to structural factors -namely the residualisation of the local authority rented sector which is the main source of participants in the non means tested LIHBS and more broadly to rising house prices and income inequality during Ireland's economic boom. These structural factors indicate that a significant increase in the income limits for access will be required to increase LIBHS transactions. Indeed, if Ireland's housing market continues to boom, such a reform will probably be necessary to prevent further decline in home ownership levels. In any case the extent of mortgage arrears among existing LIHBS participants indicates that a significant proportion of the cohort currently targeted by these measures would be more appropriately accommodated in social or private rented housing, at least until their household incomes rise and/or their outgoings decline. Ford et al's (2001) research in the United Kingdom links risk of mortgage arrears and repossessions to low incomes, insecure employment, changing family structures particularly increased marital breakdown and high outgoings associated with larger family size. The data on which this paper is based reveals higher marriage rates and lower numbers of children among LIHBS participants compared to the Irish population at large. This indicates that mortgage arrears among the former are principally the result of their low incomes and the relatively large proportion of income devoted to housing costs, which breech the statutory affordability criteria in a substantial proportion of cases.
In the last two decades governments in most Western European countries have instituted policies to increase home ownership rates, in several cases as part of a drive to enable 'asset based welfare', in other words to promote the acquisition of assets such as dwellings, on the understanding that these will be liquidated to pay for social or medical care if necessary, thus relieving the state of its responsibilities in this regard Shields, 2004: Malpass, 2005 To provide mortgage finance to low-income households unable to access commercial mortgages.
The maximum loan available was raised in 1991, 1995, 1998, 1999, 2000, 2002 and 2003 . From 2000 the income limits for access to this scheme were raised. To enable local authority tenants to purchase their dwellings at a discount from the market value.
From 1993 the discount was set at a minimum of €3,809 or 3 per cent for each year of tenancy to a maximum of 30 per cent. From 1995 tenants could purchase their dwelling via the shared ownership scheme as an alternative to buying it outright. From 1995 calculations of market value took account of the state of repair of dwellings and disregarded any increase in value due to improvements made to the dwelling by the tenant. From 1995 tenant purchasers were allowed to use commercial mortgages, previously they had to use local authority housing loans. From 1999 all periods of tenancy in local authority dwellings were taken into account when calculating the discount. 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 Note: only the local authority housing loan scheme was operational for the full period examined in this graph, the shared ownership scheme was founded in 1991 and the affordable housing scheme was founded in 1999. Average house prices refer to the mean of new and second hand house prices. Note: Data on the tenant purchase and affordable housing schemes refer to the discounted price paid by purchasers; data on the mortgage allowance and local authority loan schemes refer to the value of mortgages. Participants in the shared ownership scheme do not initially purchase all of the equity in their dwellings, in the five case study areas these households initially purchased 52 per cent of the value of their dwelling between 1991 and 2003 on average.
